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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Implement the

Commission’s Procurement Incentive Framework Rulemaking 06-04-009
and to Examine the Integration of Greenhouse (Filed April 13, 2006)
Gas Emissions Standards into Procurement

Policies.

REPLY COMMENTS OF SAN DIEGO GAS & ELECTRIC COMPANY
(U 902 E) AND SOUTHERN CALIFORNIA GAS COMPANY
(U 904 G) ON THE DRAFT WORKSHOP REPORT
L
INTRODUCTION

In accordance with the Rules of Practice and Procedure of the California Public
Utilities Commission (the “Commission’) and the Administrative Law Judge’s Ruling
Regarding Workshop Report and Motions to Intervene, issued August 22, 2006 (the “ALJ
Ruling”), as modified by ALJ Econome on August 28, 2006, San Diego Gas & Electric
(“SDG&E”) and Southern California Gas Company (“SoCalGas”) hereby submit these
reply comments concerning the Draft Workshop Report: Interim Emissions Performance
Standard Program Framework, R.04-06-009 (“Draft Workshop Report”) prepared by
Commission Staff.

In accordance with the direction provided in the ALJ Ruling, SDG&E and

SoCalGas have refrained from repeating herein each of the arguments articulated in their

Y ALJ Ruling, p. 2.



initial comments on the Draft Workshop Report, post-workshop comments and legal
briefs. As SDG&E and SoCalGas noted in their initial comments on the Draft Workshop
Report, these arguments cited by SDG&E and SoCalGas in their earlier filings provide
support for the Staff Draft Proposal, with the limited modifications proposed by SDG&E
and SoCalGas in their initial comments on the Draft Workshop Report. SDG&E and
SoCalGas address herein only new issues raised by parties in their initial comments on
the Draft Workshop Report, including whether recently-passed Assembly Bill (“AB”) 32
and Senate Bill (“SB”) 1368 necessitate an added workshop in Phase I of this
proceeding, and what should be considered a new commitment for purposes of triggering
the interim greenhouse gas (“GHG”) Emissions Performance Standard (“EPS”).
II.
PHASE I WORKSHOP TO CONSIDER THE IMPACT OF AB 32 AND SB 1368
Assuming that SB 1368 and AB 32 become law, a number of parties pointed out
that modifications may be required in order to reconcile the revised Staff Straw Proposal
included in Section C of the Draft Workshop Report with provisions contained in the
legislation. Pacific Gas and Electric Company (“PG&E”) correctly points out that SB
1368 provides procedural direction, of which the Commission must take account.?’
Specifically, new Public Utilities Code § 8341(d)(1) would require the Commission to
consult with the California Air Resources Board (“CARB”) and the California Energy
Commission (“CEC”), while new Public Utilities Code § 8341(d)(6) would require the

Commission to consult with the California Independent System Operator (“CAISO”) on

Z" Both AB 32 and SB 1368 have been adopted by the Legislature and it is anticipated that both bills will
be signed by the Governor.
¥ Comments of Pacific Gas and Electric Company (“PG&E”) on Draft Workshop Report, p. 2.



reliability issues. The Commission should incorporate these consultation requirements
into its procedural schedule in this proceeding. Such consultation is critical in order to
minimize the potential for duplicative or inconsistent regulatory requirements and to
ensure that the interim GHG EPS adopted in Phase I is the sole EPS applied to the
utilities.

SDG&E and SoCalGas support the proposal by Southern California Edison
Company (“SCE”) and others to hold a workshop to ensure that the Commission-adopted
GHG EPS fully complies with SB 1368 and meets the consultation requirements of AB
32.¥ SDG&E and SoCalGas emphasize, however, that there is value in such a workshop
only to the extent that it actually meet the consultation requirements set forth in AB 32.
A workshop that merely solicits parties’ input on compliance with SB 1368 would not be
an efficient use of time. The main concern of SDG&E and SoCalGas is that the required
consultation with CARB, CEC, and the CAISO takes place in order to ensure that the
interim GHG EPS adopted in Phase I is the sole EPS that will apply to LSEs in the
Commission’s jurisdiction; SG&E and SoCalGas are less concerned with the form the
consultation takes.

I11.

PARTS REPLACEMENT AND POLLUTION CONTROL EQUIPMENT
SHOULD NOT TRIGGER APPLICATION OF THE EPS

The California Cogeneration Council (“CCC”) raises the concern that “under the
Draft Report, existing utility-owned resources will not have to comply with the interim

EPS, because those resources will not be making ‘new commitments’ to the IOUs.”¥ In

*  Comments of Southern California Edison Company (“SCE”) on Draft Workshop Report, p. 3.
= Comments of the California Cogeneration Council (“CCC”) on Draft Workshop Report, p. 4.



order to ensure the existence of a trigger that would prompt utility-owned resources to
demonstrate compliance with the EPS, CCC therefore proposes that “each existing,
baseload utility-owned unit larger than 25 MW should be required to show that it meets
the interim EPS at least once every 10 years, or whenever the unit is repowered or major
equipment is replaced or added,” and defines “added” so as include the installation of air
pollution control equipment.? While SDG&E and SoCalGas agree that the EPS should
be applied in a fair and non-discriminatory fashion to all resources, including both utility-
owned and independent generators, it submits that the proposal of the CCC does not
achieve this aim.

First, to be comparable the GHG emission associated with all contracts would
require review every 10 years, not merely those for utility generation. However, neither
the Draft Workshop Report nor the CCC proposal contemplate 10" year review of the
GHG emissions associated with non-utility generation contracts that last longer than 10
years, including QF long-term contracts.” Thus, requiring that utility-owned generation
demonstrate EPS compliance at least every 10 years, while non-utility-owned generators
may avoid this requirement by entering into contracts with a duration of more than 10
years, is clearly discriminatory. Moreover, this requirement is not consistent with SB
1368, which would apply the EPS only when a new financial investment in baseload

power is made by the LSE.®

6

¥ Id

¥ The majority of SDG&E’s QF baseload power has been in place for more than 10 years, but the
contracts do not expire until after 2019.

¥ See, Senate Bill (SB) 1368, Section 2, [Chapter 3] § 8341(a).



Second, replacement of equipment and/or the addition of pollution control
equipment should not trigger application of the EPS. Even after replacement/addition of
such equipment, the plant and its operation remain essentially unchanged. Since the EPS
is an interim measure, it makes little sense to propose an overly-stringent, extreme
definition of “new” that will merely increase litigation, delay the installation of pollution
control equipment, reduce reliability as old parts are repaired rather than replaced, and
potentially strand existing utility investments. Similar to PG&E, SDG&E and SoCalGas
recommend that only changes that alter the nameplate capacity of the plant (i.e., the
plant's maximum rated output under specific conditions designated by the manufacturer
and usually indicated on a nameplate physically attached to the generator) should trigger
the EPS review.”

IV.
CONCLUSION

For the reasons set forth herein and in SDG&E and SoCalGas’ initial comments
on the Draft Workshop Report, the Commission should schedule a workshop to ensure
that the Commission-adopted GHG EPS fully complies with SB 1368 and that it meets
the consultation requirements of AB 32. In addition, the Commission should reject the

CCC proposal described above and should adopt an interim EPS based on the Revised

Staff Proposal with the modifications proposed by SDG&E and SoCalGas.

? Comments of PG&E on Draft Workshop Report, p. 5.



Respectfully submitted this 15" day of September, 2006.

/s/ Aimee M. Smith
AIMEE M. SMITH

101 Ash Street, HQ13

San Diego, California 92101
Telephone: (619) 699-5042
Facsimile: (619) 699-5027
amsmith@sempra.com

Attorney for
SAN DIEGO GAS & ELECTRIC COMPANY and
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ATTORNEY AT LAW
122 28TH AVENUE
SAN FRANCISCO, CA 94121

DAREN CHAN
PO BOX 770000, MAIL CODE BO9A
SAN FRANCISCO, CA 94177
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ED LUCHA

PROJECT COORDINATOR

PACIFIC GAS AND ELECTRIC COMPANY
PO BOX 770000, MAIL CODE: BO9A
SAN FRANCISCO, CA 94177

JASMIN ANSAR

PG&E

MAIL CODE B24A

PO BOX 770000

SAN FRANCISCO, CA 94177

SEBASTIEN CSAPO

PROJECT MANAGER

PACIFIC GAS AND ELECTRIC COMPANY
MAIL CODE BO9A

PO BOX 770000

SAN FRANCISCO, CA 94177

BRIAN K. CHERRY

REGULATORY RELATIONS

PACIFIC GAS AND ELECTRIC COMPANY
MAIL CODE B10C

PO BOX 770000

SAN FRANCISCO, CA 94177-0001

GREG BLUE
140 MOUNTAIN PKWY.
CLAYTON, CA 94517

STEVEN S. SCHLEIMER

CALPINE CORPORATION

3875 HOPYARD ROAD, SUITE 345
PLEASANTON, CA 94588

CARLA PETERMAN
1815 BLAKE ST., APT. A
BERKELEY, CA 94703

GRACE LIVINGSTON-NUNLEY
ASSISTANT PROJECT MANAGER
PACIFIC GAS AND ELECTRIC COMPANY
PO BOX 770000 MAIL CODE BO9A

SAN FRANCISCO, CA 94177

JONATHAN FORRESTER

PG&E

MAIL CODE N13C

PO BOX 770000

SAN FRANCISCO, CA 94177

SOUMYA SASTRY

PACIFIC GAS AND ELECTRIC COMPANY
MAIL CODE BY9A

PO BOX 770000

SAN FRANCISCO, CA 94177

VALERIE J. WINN

PACIFIC GAS AND ELECTRIC COMPANY
PO BOX 770000, BY9A

SAN FRANCISCO, CA 94177-0001

ANDREW J. VAN HORN
VAN HORN CONSULTING
12 LIND COURT
ORINDA, CA 94563

MRW & ASSOCIATES, INC.
1999 HARRISON STREET, SUITE 1440
OAKLAND, CA 94612

REED V. SCHMIDT

VICE PRESIDENT

BARTLE WELLS ASSOCIATES
1889 ALCATRAZ AVENUE
BERKELEY, CA 94703
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CLIFF CHEN

UNION OF CONCERNED SCIENTIST
2397 SHATTUCK AVENUE, STE 203
BERKELEY, CA 94704

CLYDE MURLEY
CONSULTANT

600 SAN CARLOS AVENUE
ALBANY, CA 94706

RYAN WISER
BERKELEY LAB
MS-90-4000

ONE CYCLOTRON ROAD
BERKELEY, CA 94720

PHILLIP J. MULLER

SCD ENERGY SOLUTIONS
436 NOVA ALBION WAY
SAN RAFAEL, CA 94903

KENNY SWAIN

POWER ECONOMICS

901 CENTER STREET
SANTA CRUZ, CA 95060

C. SUSIE BERLIN

ATTORNEY AT LAW

MC CARTHY & BERLIN, LLP

100 PARK CENTER PLAZA, SUITE 501
SAN JOSE, CA 95113

CHRISTOPHER J. MAYER
MODESTO IRRIGATION DISTRICT
1231 11TH STREET

MODESTO, CA 95354

CLARK BERNIER
RLW ANALYTICS
1055 BROADWAY, SUITE G

Page 10 of 14

JOHN GALLOWAY

UNION OF CONCERNED SCIENTISTS
2397 SHATTUCK AVENUE, SUITE 203
BERKELEY, CA 94704

EDWARD VINE

LAWRENCE BERKELEY NATIONAL LABORATORY
BUILDING 90-4000

BERKELEY, CA 94720

ARNO HARRIS
PO BOX 6903
SAN RAFAEL, CA 94903

CARL PECHMAN

POWER ECONOMICS

901 CENTER STREET
SANTA CRUZ, CA 95060

MAHLON ALDRIDGE
ECOLOGY ACTION

PO BOX 1188

SANTA CRUZ, CA 95060

RICHARD SMITH

MODESTO IRRIGATION DISTRICT
1231 11TH STREET

MODESTO, CA 95352-4060

JOY A. WARREN

ATTORNEY AT LAW

MODESTO IRRIGATION DISTRICT
1231 11TH STREET

MODESTO, CA 95354

RICHARD MCCANN, PH.D
M. CUBED
2655 PORTAGE BAY, SUITE 3
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SONOMA, CA 95476

CAROLYN M. KEHREIN

ENERGY MANAGEMENT SERVICES
1505 DUNLAP COURT

DIXON, CA 95620-4208

SAEED FARROKHPAY

FEDERAL ENERGY REGULATORY COMMISSION
110 BLUE RAVINE RD., SUITE 107
FOLSOM, CA 95630

SCOTT TOMASHEFSKY
NORTHERN CALIFORNIA POWER AGENCY
180 CIRBY WAY

ROSEVILLE, CA 95678-6420

AUDRA HARTMANN

LS POWER GENERATION

980 NINTH STREET, SUITE 1420
SACRAMENTO, CA 95814

CURT BARRY
717 K STREET, SUITE 503
SACRAMENTO, CA 95814

EDWARD J. TIEDEMANN

ATTORNEY AT LAW

KRONICK, MOSKOVITZ, TIEDEMANN & GIRARD
400 CAPITOL MALL, 27TH FLOOR
SACRAMENTO, CA 95814-4416

KAREN NORENE MILLS

ATTORNEY AT LAW

CALIFORNIA FARM BUREAU FEDERATION
2300 RIVER PLAZA DRIVE
SACRAMENTO, CA 95833
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DAVIS, CA 95616

CALIFORNIA ISO

LEGAL AND REGULATORY DEPARTMENT
151 BLUE RAVINE ROAD

FOLSOM, CA 95630

DAVID BRANCHCOMB
BRANCHCOMB ASSOCIATES, LLC
9360 OAKTREE LANE

ORANGEVILLE, CA 95662

ELLEN WOLFE

RESERO CONSULTING

9289 SHADOW BROOK PL.
GRANITE BAY, CA 95746

BRUCE MCLAUGHLIN

BRAUN & BLAISING, P.C.
915 L STREET, SUITE 1420
SACRAMENTO, CA 95814

STEVEN KELLY

INDEPENDENT ENERGY PRODUCERS ASSN
1215 K STREET, SUITE 900
SACRAMENTO, CA 95814-3947

BALWANT S. PUREWAL

DEPARTMENT OF WATER RESOURCES
3310 EL CAMINO AVE., LL-90
SACRAMENTO, CA 95821

KAREN LINDH

LINDH & ASSOCIATES

7909 WALERGA ROAD, NO. 112, PMB119
ANTELOPE, CA 95843
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DENISE HILL

DIRECTOR

4004 KRUSE WAY PLACE, SUITE 150
LAKE OSWEGO, OR 97035

ALAN COMNES

WEST COAST POWER
3934 SE ASH STREET
PORTLAND, OR 97214

SHAY LABRAY

MANAGER, REGULATORY
PACIFICORP

825 NE MULTNOMAH, SUITE 2000
PORTLAND, OR 97232

LISA SCHWARTZ

SENIOR ANALYST

ORGEON PUBLIC UTILITY COMMISSION
PO BOX 2148

SALEM, OR 97308-2148

TIM HEMIG

DIRECTOR

NRG ENERGY

4600 CARLSBAD BLVD.
CARLSBAD, CA 99208

State Service

JAMES LOEWEN

ENERGY DIVISION

320 WEST FOURTH STREET
LOS ANGELES, CA 90013

DONALD R. SMITH

CALIF PUBLIC UTILITIES COMMISSION
ELECTRICITY RESOURCES & PRICING BRANCH
ROOM 4209

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214
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ANNIE STANGE

ALCANTAR & KAHL

1300 SW FIFTH AVE., SUITE 1750
PORTLAND, OR 97210

MARK C. TREXLER

TREXLER CLIMATE+ENERGY SERVICES, INC.
529 SE GRAND AVE,M SUITE 300
PORTLAND, OR 97214-2232

SAM SADLER

OREGON DEPARTMENT OF ENERGY
625 NE MARION STREET

SALEM, OR 97301-3737

JESUS ARREDONDO
NRG ENERGY INC.
4600 CARLSBAD BLVD.
CARLSBAD, CA 99208

KAREN MCDONALD

POWEREX CORPORATION
1400,

666 BURRAND STREET
VANCOUVER, BC V6C 2X8
CANADA

CHRISTINE S. TAM

CALIF PUBLIC UTILITIES COMMISSION
ELECTRICITY RESOURCES & PRICING BRANCH
ROOM 4209

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

JACLYN MARKS

CALIF PUBLIC UTILITIES COMMISSION
DIVISION OF STRATEGIC PLANNING
ROOM 5119

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214
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JONATHAN LAKRITZ
CALIF PUBLIC UTILITIES COMMISSION

DIVISION OF ADMINISTRATIVE LAW JUDGES

ROOM 5020
505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3214

JULIE A. FITCH

CALIF PUBLIC UTILITIES COMMISSION
DIVISION OF STRATEGIC PLANNING
ROOM 5203

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

LAINIE MOTAMEDI

CALIF PUBLIC UTILITIES COMMISSION
DIVISION OF STRATEGIC PLANNING
ROOM 5119

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

MEG GOTTSTEIN
CALIF PUBLIC UTILITIES COMMISSION

DIVISION OF ADMINISTRATIVE LAW JUDGES

ROOM 2106
505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3214

NANCY RYAN

CALIF PUBLIC UTILITIES COMMISSION
EXECUTIVE DIVISION

ROOM 5217

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

BILL LOCKYER

STATE ATTORNEY GENERAL

STATE OF CALIFORNIA, DEPT OF JUSTICE
PO BOX 944255

SACRAMENTO, CA 94244-2550

MICHAEL SCHEIBLE

DEPUTY EXECUTIVE OFFICER
CALIFORNIA AIR RESOURCES BOARD
1001 I STREET

SACRAMENTO, CA 95677

B. B. BLEVINS
EXECUTIVE DIRECTOR
CALIFORNIA ENERGY COMMISSION

JUDITH IKLE

CALIF PUBLIC UTILITIES COMMISSION
ENERGY RESOURCES BRANCH

ROOM 4012

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

KRISTIN RALFFEF DOUGLAS

CALIF PUBLIC UTILITIES COMMISSION
DIVISION OF STRATEGIC PLANNING
ROOM 5119

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

MATTHEW DEAL

CALIF PUBLIC UTILITIES COMMISSION
ENERGY RESOURCES BRANCH

AREA 4-A

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

MERIDETH STERKEL

CALIF PUBLIC UTILITIES COMMISSION
ENERGY RESOURCES BRANCH

AREA 4-A

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

THERESA CHO

CALIF PUBLIC UTILITIES COMMISSION
EXECUTIVE DIVISION

ROOM 5207

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

GRANT A. ROSENBLUM
STAFF COUNSEL
CALIFORNIA ISO

151 BLUE RAVINE ROAD
FOLSOM, CA 95630

MEG GOTTSTEIN

ADMINISTRATIVE LAW JUDGE

PO BOX 210/21496 NATIONAL STREET
VOLCANO, CA 95689

DON SCHULTZ
CALIF PUBLIC UTILITIES COMMISSION
ELECTRICITY RESOURCES & PRICING BRANCH
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1516 9TH STREET, MS-39
SACRAMENTO, CA 95814

KAREN GRIFFIN

EXECUTIVE OFFICE

CALIFORNIA ENERGY COMMISSION
1516 9TH STREET, MS 39
SACRAMENTO, CA 95814

PIERRE H. DUVAIR

CALIFORNIA ENERGY COMMISSION
1516 NINTH STREET, MS-41
SACRAMENTO, CA 95814
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770 L STREET, SUITE 1050
SACRAMENTO, CA 95814

LISA DECARLO

STAFF COUNSEL

CALIFORNIA ENERGY COMMISSION
1516 9TH STREET MS-14
SACRAMENTO, CA 95814
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